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2FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Certain changes to the Reports of Condition and Income (Call Report), which are
required quarterly by the Office of the Comptroller of the Currency for national
banks, the Federal Reserve Board for state member banks, and the FDIC for insured
state nonmember commercial and savings banks, have been approved by the FFIEC
(see the 12/13/89 Fed. Reg., p. 51233). The changes were proposed in the 8/28/89 
Federal Register (see the 9/4/89 Wash. Rpt.). The FFIEC said the changes will 
fulfill two objectives: 1) To provide the banking agencies with sufficient data 
to permit the monitoring of banks’ risk-based capital levels, while limiting the 
amount of information reported by individual banks on the basis of bank size and 
capital level, and 2) to provide other data considered necessary for bank 
supervisory purposes, particularly with respect to the nature and extent of 
banks' off-balance sheet activities. The changes will be implemented through the 
adoption of a new risk-based capital schedule, Schedule RC-R; a revised version 
of the current off-balance sheet schedule, Schedule RC-L; and modifications of 
existing items or the addition of new items in five other schedules. In 
addition, the data collected in the risk-based capital schedule during the first 
three quarters of 1990 will be accorded confidential treatment, the FFIEC said. 
The effective date for the reporting changes is the 3/31/90 report date, except 
for one new item that will be added to Schedule RC-O, Other Data for Deposit 
Insurance Assessments, as of 6/30/90. For further information after reading the 
notice, contact David C. Motter at the OCC at 202/447-1587, Rhoger H. Pugh at the 
FRB at 202/728-5883, or Robert F. Storch at the FDIC at 202/898-8906.
GENERAL ACCOUNTING OFFICE
The GAP's fourth overall report on the implementation of the Federal Managers'
Financial Integrity Act of 1982 has been released. The report "illustrates the 
types and severity of the internal control and accounting system problems that 
exist throughout the government and the need for a vigorous program to correct 
these problems," Charles A. Bowsher, U.S. Comptroller General, said in his letter 
transmitting the report to Congress. The continuing existence, Mr. Bowsher said, 
of "serious internal control and accounting system weaknesses reinforce the need 
for intensified actions to strengthen controls across the government and for 
comprehensive reform of the government's accounting systems." The Federal budget 
deficit and accumulation of debt are identified as the "most pressing crisis 
facing the government today." The report stated, "The government continues to be 
plagued by serious breakdowns in its internal control and accounting systems. 
Management deficiencies, program abuses, and illegal activities cost the 
taxpayers billions of dollars and undermine their confidence in the government. 
This situation is unacceptable under any circumstance, but becomes even more 
serious in light of overwhelming budget deficits," The GAO recommended the 
following: 1) Implementation of the recommendations of the Internal Control 
Interagency Coordination Council. The recommendations of the Council include 
linking the Financial Integrity Act internal control review and reporting process 
to the budget; providing for and promoting senior management involvement in the 
internal control process; identifying, in annual reports, agency actions to 
correct weaknesses; and validating that corrective actions have been accomplished 
and were effective; 2) Increased oversight by 0MB of agency internal control and 
accounting system evaluation, reporting, and corrective action processes to 
ensure that the agencies are effectively implementing the Act; 3)Increased 
Congressional monitoring through authorizations, appropriations, and oversight 
committees; 4) Establishment of a Chief Financial Officer of the U.S., of chief 
financial officers in each major agency, and the requirement of an annual 
preparation and audit of agency financial statements. Copies of the report, 
GAO/AFMD-90-10, are available by writing the GAO at P.0. Box 6015, Gaithersburg, 
MD 20877 or by calling the GAO at 202/275-6241. The first five copies of the 
report are free; additional copies are $2.00 each.
3NATIONAL CREDIT UNION ADMINISTRATION
A final rule prescribing when an outside, independent audit of a federally insured
credit union must be conducted was approved by the NCUA Board at its 12/7/89
meeting (see the 12/15/89 Fed. Reg., pp. 51381-83). The rule was proposed in the 
9/21/89 Federal Register (see the 9/19/89 and 10/2/89 Wash. Rpts.) and the final 
rule is, according to the NCUA, "substantially unchanged" from the proposed rule. 
The rule requires credit unions to have certain agreed upon procedures performed 
by an independent CPA in accordance with NCUA rule 701.12 if: 1) The supervisory 
committee of any federally insured credit union has not conducted an annual 
supervisory committee audit; or 2) The annual supervisory committee audit 
conducted was not complete and satisfactory. The rule also requires any 
federally insured credit union that has experienced serious and persistent 
recordkeeping deficiencies to be audited by an independent CPA. The final rule 
implements provisions of the Federal Financial Institutions Reform, Recovery, and 
Enforcement Act of 1989. The rule is effective 12/7/89. For further information 
after reading the final rule, contact D. Michael Riley at the NCUA at 
202/682-9640.
SECURITIES AND EXCHANGE COMMISSION
Staff Accounting Bulletin (SAB) No. 87. which expresses the staff's views regarding
contingency disclosures on property-casualty insurance reserves for unpaid claim
costs, has been released. On the issue of whether SFAS 5, Accounting for 
Contingencies, disclosure requirements apply to property-casualty insurance 
reserves for unpaid claim costs, SAB No. 87 says that specific uncertainties not 
considered to be normal and recurring because of the significance and/or nature 
can result in loss contingencies for purposes of applying SFAS 5 disclosure 
requirements. SAB No. 87 cites as specific uncertainties insufficiently 
understood trends in claims activity; judgmental adjustments to historical 
experience for purposes of estimating future claim costs; significant risks to an 
individual claim or group of related claims; or catastrophe losses. SAB No. 87 
is expected to be published soon in the Federal Register. For further 
information after reading SAB No. 87, contact James W. Barge at the SEC at 
202/272-2130.
TREASURY, DEPARTMENT OF
Comments have been requested on a study of the Federal deposit insurance system which
was mandated by the Financial Institutions Reform. Recovery, and Enforcement Act
of 1989 (FIRREA) (see the 12/6/89 Fed. Reg., pp. 50469-71). One of the topics on 
which comments are requested is whether a closer relationship between depository 
institution auditors and regulators would benefit the deposit insurance system. 
Comments are specifically requested on the following issues: 1) Requiring the
independent auditors and accountants of a federally insured depository
institution to report the results of any audit of the institution to the
appropriate regulator; 2) Requiring the appropriate regulator to share reports on 
a depository institution with the institution's independent auditors and 
accountants; and 3) Requiring the independent auditors and accountants of 
federally insured depository institutions to participate in conferences between 
the regulator and the depository institution. Comments are also requested on the 
feasibility of adopting regulations that are the same as, or similar to, the 
audit provisions of England's Banking Act, which affects the Bank of England's 
relationship with auditors and reporting accountants. Comments on this topic,
4the Treasury Department said, may explore whether such a law would be necessary 
if some or all of the three other audit proposals were adopted, or whether the 
Bank of England provisions show more merit than the other three proposals. 
Comments on the feasibility of implementing market value accounting, specifically 
the implications of such an accounting system on capital requirements and the 
feasibility of exempting long-term assets from any market value accounting 
proposal. The announcement said that the deposit insurance system study will 
examine the strengths and weaknesses of the deposit insurance system, consider 
proposed methods of reducing the risk of loss to the Federal deposit insurance 
funds, and analyze the feasibility and desirability of alternatives to the system 
itself. Comments are due by 3/9/90. For further information after reading the 
announcement, contact Gordon Eastburn at the Treasury Department at 202/566-5337.
Donald H. Skadden. AICPA's Vice President for Federal Taxation, has been appointed to
serve on the 1990 IRS Commissioner's Advisory Group (CAG). the IRS said. The CAG 
was set up to provide an organized public forum for discussion of tax 
administration issues between IRS officials and representatives of the public. 
The CAG also is expected to offer constructive observations about IRS' current or 
proposed policies, programs, and procedures and, where necessary, to suggest ways 
to improve IRS’ operations, the Service said. The 22 members of the CAG, who 
serve two-year terms, include accountants, attorneys, business executives, small 
business representatives, academicians, and government officials. Appointments 
to the group are made from nominations submitted by professional organizations in 
the tax field, IRS officials, and others interested in tax administration. Prior 
to joining the AICPA staff in 1987, Dr. Skadden was Senior Associate Dean for 
Academic Affairs at the University of Michigan Graduate School of Business 
Administration. He had previously served on the faculty of the University of 
Illinois. Dr. Skadden is a past president of the American Accounting Association 
and the American Taxation Association. He has also served on the governing 
Council of the AICPA and as a member of the AICPA's Federal Taxation Executive 
Committee.
Four other members of the AICPA were also named to the CAG by the IRS. They 
are Steven J. Brown of St. Louis, MO; S. Hunter Howard, Jr. of Columbia, SC; 
James R. Mogle of Detroit, MI; and John E. Price of Denton, TX.
SPECIAL: LABOR DEPARTMENT’S ACTING INSPECTOR GENERAL TESTIFIES AT HOUSE SUBCOMMITTEE
HEARING ABOUT ROLE OF IPAs IN AUDITING EMPLOYEE BENEFIT PLANS
The role of Independent Public Accountants (IPAs) in conducting audits of private
pension and welfare benefit plans was discussed by Raymond Maria, Acting
Inspector General of the Department of Labor (POL). during testimony before the
House Government Operations Legislation and National Security Subcommittee. The
12/12/89 hearing, which was chaired by Rep. John Conyers (D-MI), focused on the 
enforcement of the statutes and regulations related to employee benefit plans and 
was one of a series of hearings on fraud, waste and abuse in Federal pension and 
welfare programs. Mr. Maria said the DOL "has not adequately conceptualized and 
defined the role" of IPAs, who are "statutorily included in the benefit plan 
reporting process and are capable of providing relevant and up-to-date benefit 
plan information for civil or criminal enforcement purposes." He cited the 
recent DOL's Office of Inspector General report (see the 11/20/89 Wash. Rpt.) 
which found: 1) Current "limited scope" audits do not adequately test
transactions or plan assets; 2) IPA audits do not consistently meet professional 
standards and the Pension and Welfare Benefits Administration is not enforcing
5existing ERISA requirements that these standards be met; and 3) IPA audits are 
not disclosing information to plan participants or rendering opinions on 
information accompanying a plan’s financial statement as required by ERISA. Mr. 
Maria advised the subcommittee that the AICPA supports the OIG's recommendation 
for the elimination of limited scope audits and has agreed to work with DOL to 
ensure that IPA audit work is performed in a thorough manner consistent with the 
AICPA's professional standards regarding the responsibility to detect and report 
errors and irregularities. Mr. Maria also advocated the use of criminal 
sanctions to help deter fraud and abuse. He characterized civil fines and 
penalties as a "cost of doing business and a way of business for unscrupulous 
benefit plan operators, administrators, service providers, and others."
6The Washington Report will not be published the week of 12/25/89. The next issue 
of the Washington Report will be published 1/1/90.
For further information contact Shirley Twillman at 202/737-6600.
A ICPA Washington Report
American Institute of Certified Public Accountants
1455 Pennsylvania Ave., NW, Washington, D.C. 20004-1007
FIRST CLASS MAIL
